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GABONESE KEY ECONOMIC INDICATORS 
All quantities in U.S. $000,000 unless specified 


1979) 1978 % Change 
Exchange Rate: U.S. $1.00 210 225 - 6.6 


GDP Current Prices (1) (2) 2,962 2,395 24 
GDP Constant (1976) Prices (1) (2) 2,287 1,986 15 
Population (000) 660 650 = 
GDP per capita (1) (2) 4,488 3,684 21 
Labor Force (000) (2) 92 111 17 
Interest Rate (2%) 8. 6. 30 
Money Supply 501 
Development Budget (2) 360 
Operating Budget (2) 930 
Foreign Assets 86 
Domestic Credit 644 
External Debt (2) 1,416 
Total Exports 1,276 
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Total Imports 8 551 
Exports to U.S. 184 
Imports from U.S. 97 
Trade Balance 725 
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Current Account Balance (2) 128 
Retail Price Index (1972 100) 2 201.1 
Wholesale Price Index (1966 100) : 308.2 
Petroleum Production (000 tons) 10 ,600 
Uranium Production (tons) 1,022 
Manganese Production (000,000 tons) : Ls 
Tropical Wood Cut (000 ,000m*) (2) 3 x3 
Electric Power Production (000,000 kwh) 


(1) 1977 figures as revised 
(2) 1978 figures as revised 


(3) 1979 figures are preliminary 
SOURCES: BEAC, Ministry of Plan, Ministry of Mines, SNBG 





Summary 


With public finances now under control and petroleum prices rising 
faster than the decrease in production, Gabon is entering a period of ex- 
pansion which will provide opportunities for increased investment and sales 
of goods and services. Revenues from manganese, uranium and wood produc- 
tion have also improved. The recently released Development Plan places a 
greater emphasis on productive investments, while at the same time provides 
funds for various infrastructure projects. Agricultural projects in par- 
ticular will receive an increasing percentage of the investment funds. 


The Transgabon Railroad remains the key to Gabon's economic future and 
continues to move forward. Construction is on track to reach Booue in 1982. 
The overall investment budget will continue to expand as debt service is 
reduced. Increased attention to social conditions is expected over the 
next few years with emphasis on developing the interior, stemming the rural 
exodus, and increased participation of Gabonese nationals in the economy. 


American products and services continue to have a good reputation, and 
there will be opportunities for U.S. firms to obtain large contracts and 
make substantial sales. The government increasingly wishes to finance 
equipment purchases and engineering and construction services with official 
credits, and it will be particularly responsive to companies with produc- 
tive projects in which the promoters are willing to take an equity position. 
The Embassy in Libreville, backed by the Departments of State and Commerce, 
is ready to help American firms expand their business in Gabon. 


Current Economic Situation and Trends 


The Gabonese economy continues on a growth trend begun during 1979. 
The financial difficulties which brought about the recession of 1977-1978 
are now under control, thanks to the strict application of a stabilization 
plan established in consultation with the IMF. The expansion appears to 
be gaining momentum, but it remains at a level which should be sustainable 
in sharp contrast to the boom period of the mid=1970's. Economic growth 
as measured by nominal GDP reached 15 percent in 1979. Using the govern- 
ment's wholesale price index as a deflator, we can cut this rate approxi- 
mately in half. If we were to use a more encompassing deflator, we believe 
that real economic growth would be less than 2 percent. The recently pub- 
lished plan forecasts real growth through 1982 to approach 1.6 percent. 


The key factors in the economic health of Gabon are: government de- 
velopment spending, petroleum revenues, other minerals revenues, and demand 
for tropical wood. During the recession, almost all of these items turned 
down simultaneously. In 1979, while government spending increased only 
modestly, the other categories all experienced healthy increases. This 
state of affairs has continued into 1980 and has been reinforced with an 
increase in government spending with a resultant stronger economy. 





The government operating budget for 1980 totals $1,055 million, down 
slightly from the actual expenditures of $1,085 million in 1979. This is 
due principally to a sharp decrease in debt service totals which was 
only partially offset by an increase in personnel and materials costs. 

The operating surplus in 1980 is expected to reach $237 million. As 
petroleum revenues continue to outstrip projections, the actual operating 
surplus will probably exceed this amount. The Government operating surplus 
is expected to continue to increase in 1981 possibly reaching $500 million. 


The operating surpluses provide the possibility to increase the de- 
velopment budget without increasing public debt. Thus, while debt, includ- 
ing guaranteed debt, has been decreasing from $2,218 million at the end of 
1978 to $2,191 million at the end of 1979 and is expected to decrease to 
$2,001 million at the end of 1980, government investment has increased from 
$350 million in 1978 to $398 million in 1979 and is expected to total $438 
million in 1980. 


In consultation with the IMF, the government has prepared an interim 
plan covering the period 1980-82. In connection with the plan, the IMF 
has issued a medium term stand-by credit to help deal with any balance of 
payments problems which might arise. Unlike the previous plan, there are 
no new large expensive endeavors included. Rather, it focuses on contin- 
uation of the on-going infrastructure projects which are scheduled to re- 
ceive 52% of the three year investment budget and on the development of 
agriculture through industrial projects coupled with extension programs to 
improve the revenues of the farmers. Productive investments total 19.4% 
of the program in order to prepare the post-oil economy and social projects 
including education, health, and urban renewal are scheduled to receive 13.5 
percent of the investments to provide a more even distribution of the fruits 
of petroleum. 


The focus of the plan is to continue the reduction of outstanding ex- 
ternal debt, prepare productive sectors which can pick up the slack as 
petroleum production dwindles, use the temporary resources from oil to 
provide the physical infrastructure and human resources to further develop 
the country, stem the rural exodus which has emptied the countryside, and 
proceed with the replacement of expatriate personnel by qualified Gabonese. 


The plan is modest in its goals and realistic in its projections. Its 
execution would assure continued rational management of the economy at least 
until 1982. 


Natural Resources 


Approximately 50 percent of Gabon's GDP originates in the extractive 
sector. The country's economic development and its future economic health 





will be contingent on sustained activity in this sector for some time to 
come. The principal mineral resources currently exploited in Gabon are 
petroleum, uranium, and manganese. The government is currently proceeding 
to form a joint venture with private interests to exploit a barite deposit 
at Dourekiki estimated at 800,000 tons. Large iron deposits have been lo- 
cated, but are not yet exploited. A deposit of high quality talc is being 
studied for possible exploitation, and various diamond and gold sites which 
were exploited in the past are being re-examined to determine the economics 
of possible exploitation, Intensive exploration for lead is also underway 
to increase proven reserves to an economic level from the 15,000 tons 
currently identified. 


The petroleum sector is the most important area of economic activity. 
The production of 9.8 million tons in 1979 (71,050,000 barrels) accounted 
for $1,300 million cr 76% of export revenues and a $615 million or 56% of 
the government's ordinary receipts. The production level of 1979 repre- 
sents an 8% decrease from the 1978 production level. Despite continuing 
exploration, production is expected to continue its decline falling to 9 
million tons in 1980. Petroleum production will probably stabilize near 
this level through the middle years of the decade as previously marginal 
discoveries and additional use of secondary and tertiary recovery tech- 
niques offset the decline in the aging fields. Continuing exploration, 
which in 1980 is expected to represent an investment of $150 million, has 
resulted in several promising fields which unfortunately present consider- 
able production problems. Several of these fields have been placed in 
production on an experimental basis. If they can be exploited econom- 
ically, they may increase proven reserves by up to 40%. 


The government recognizes that petroleum is an exhaustible resource, 
but it hopes to maintain production at maximum levels to provide funds for 
Gabon's economic development and diversification. In order to reap a max- 
imum of revenues from petroleum while keeping advantageous terms to attract 
exploiting companies, the government during 1979 decided to form a national 
petroleum marketing company (Petrogab) to purchase Gabonese crude and mar- 
ket the crude for increased income. Petrogab purchases 25 percent of the 
crude produced in Gabon at the official transfer price and markets that 
crude on medium term contracts or in the spot market at higher prices. 
While producer companies were not overly pleased with the prospect of 
losing control over 25 percent of their production, they have been im- 
pressed with Petrogab's performance in lifting and selling their part of 
the production. If there has been little display of displeasure over the 
Presidential decree giving Petrogab its purchase rights, however, this is 
mainly due to the terms which Gabon provides for oil exploration which 
remain more generous than those of many other producing countries. Thus, 
there are presently approximately 20 companies participating in oil explor- 
ation in Gabon. Most production and exploration has been offshore. How- 
ever, increasing attention is being paid to the shoreline regions where 
costs are higher due to the swampy terrain. 





Manganese reclaimed its place as the second of Gabon's mineral resources. 
In 1979, it provided $125 million or 7% of Gabon's export earnings. Gabon's 
reserves are estimated at 200 million tons. The production in 1979 of 2.3 
million tons of ore (a record) represented an increase of 35% over the low 
1978 production level, as world manganese stocks were reprovisioned. In 1980, 
orders for Gabonese manganese received by the Compagnie Miniere de 1'Ogooue 
(COMILOG) , which owns the mine, have slowed; however, sales are expected to 
pick up in the latter part of the year to maintain last year's sales level. 
Gabon's production capacity is limited to 2.7 million tons by the present 
evacuation method. An overhead cable system carries the manganese ore 76 
kilometers to the Congo where the ore is shipped via railroad to Pointe Noire. 
The completion of the Transgabon Railroad to the Moanda region in southeastern 
Gabon, and the construction of a minerals port at Owendo, will allow COMILOG 
to increase production to approximately 4 million tons of ore per year in the 
late 1980s and meet the demand which COMILOG foresees. 


Uranium is the third most important extractive product. In 1979, Gabon 
produced 1,100 tons of uranium metal in the form of "yellow cake" (diuranate). 
All of this production is exported to France for treatment. In 1979, uranium 
sales accounted for $123 million or 7% of Gabon's export earnings. Total re- 
serves are estimated at 40,000 metric tons. All ore is currently mined and 
processed by the Compagnies des Mines d'Uranium de Franceville (COMUF). The 
COMUF refining facility is currently operating at maximum capacity. Work is 
underway on a new concentration facility which will increase processing cap- 
acity to 1500 toms per year. French, Japanese and South Korean firms are 
actively prospecting for additional uranium deposits. A U.S. company which 
had been active in this field completed exploration in 1980 and gave up its 
concessions. 


SOMIFER (Société des Mines de Fer de Mekamba) has concluded testing 
of the iron ore deposits at Belinga in northeastern Gabon. Belinga's re- 
serves are estimated at 1 billion tons with a metal content of over 60%, of 
which approximately 300 million tons are low phosphorous. Depending on world 
demand for iron, production could begin upon completion of a 240 kilometer 
leg of the Transgabon Railroad from Booue to Belinga. A decision to go ahead 
with this leg of the railroad will probably not be made for several years. 
Other deposits of iron have been located in Gabon, and there is a possibility 
that one of these small deposits could begin mining operations in the late 
1980's following construction of a minerals port. 


The forestry sector is the focus of renewed activity. Eighty-five per- 
cent (57 million acres) of. Gabon's territory is covered by tropical forest. 
Much of the forest has been inaccessible because of limited transportation 
infrastructure. In 1981-1982, as the Transgabon Railroad construction moves 
towards Booue, vast new concessions will be opened for exploitation. Al- 
though many of these concessions have already been awarded, several of the 
concessionaires may be unable to make the investments in new equipment and 
processing facilities required to work their grants, and they may be forced 
to give them up. In 1979, Gabon produced approximately 1,210,000 cubic 
meters of Okoumé, the principal species of timber, and 60,000 cubic meters 
of Ozigo, the secondary species. Production 





statistics for the 30-40 other species marketed are unreliable; however, 
this production is estimated at 155,000 cubic meters. Production of 
species in this latter category is increasing significantly as character- 
istics of these species become better known and as the decrease in avail- 
able Okoumé makes them more marketable. 


The European demand for wood remains the key to expansion of the 
Gabonese timber industry. The competition from Asian wood has lessened 
in this market, and the Gabonese forestry sector is finally able to pro- 
duce its timber profitably after some six very lean years. Companies who 
were able to weather the storm without too much damage are beginning to 
reinvest in equipment, and small foresters are going back into the woods. 

The demand remains strong despite increases in price by the Société 
Nationale du Bois du Gabon (SNBG) which is the government-controlled 
timber marketing board for Okoumé and Ozigo. Producers of other species 
have a free hand in their marketing. 


Gabon processes almost 20% of its timber into planks, plywood or 
veneers, with the largest single processing facility being the Compagnie 
Forestiere du Gabon's (CFG) plywood factory in Port Gentil. This facility, 
built in the late 1940's, has recently received much new equipment, and 
the operations of the CFG are being rationalized to make it a more com- 
petitive manufacturer of plywood. The country's one large national project 
in this sector, SOGACEL (Société Gabonaise du Cellulose) remains on a back 
burner following a negative recommendation from the IFC affiliate of the 
World Bank, Further studies are underway, and following a report due in 
October 1980, final disposition will be made of the project. Concessions 
in the forestry zones which will be opened up by the Transgabon are re- 
served for companies willing to set up transformation facilities. This 
access to virgin forest will insure that timber remains an important factor 
in the economy. A report on the potential of the Gabonese forest was re- 
cently completed in cooperation with the Trade and Development Program of 
the International Development Cooperation Agency and is available from 
that office. 


Agriculture 


Only a small percentage of Gabon's total land area is under cultivation. 
Of that area, most is devoted to subsistence farming. Therefore, Gabon im- 
ports a large percentage of its food, making prices extremely high. Ag- 
riculture has been given high priority in plans for economic diversification, 
and this priority has actually resulted in increased funding for agricultural 
projects as the economy has emerged from the recession. In 1980, over 8 per- 
cent of the government's investment budget was devoted to agriculture. 
Nearly 10 percent of investment under the current plan is devoted to this 
sector. The projects which have been funded in the past have been major 
plantations of export crops such as palm trees and sugar cane, but the 
government,'s orientation is changing and it is now planning extension 





programs to assist the small farmer as well as pushing ahead with related 
major projects for industrial rice, peanut , cattle raising, palm oil, 
cocoa, rubber, coffee, fruits, and tree crop production. 


Gabon's major cash crops heretofore have been coffee and cocoa. Pro- 
duction of both of these crops fell almost invariably throughout the 1970s. 
Efforts to reverse this trend, and to upgrade the quality of the harvest 
have included an extension program to provide heartier species for planting 
new acreage, herbicides to fight disease, a controlled market to purchase 
cocoa, and a price scale based on quality to encourage better care for the 
beans. While the 1978/1979 season reflected the smallest crops since in- 
dependence, the 1979/1980 season which closed last spring is believed to 
have begun the upward trend. 


Besides the sugar plantation which has been operational since 1977, 
the agriculture project which is the most advanced is the oil palm planta- 
tion run by Agrogabon. Work is well on its way towards completing 15,000 
acres of the eventual 37,000 acre plantation, and production of oil from 
the original palms planted in 1977 will begin in 1981. 


The Gabonese fishing industry continues to develop. 
Several companies have sprung up, principally focused on the shrimping 
possibilities, and most have turned to U.S. sources for vessels. General 
fishing to furnish local demand has also increased. Although infrastruc- 
ture is still deficient, cold storage facilities have been installed 
through private and public investment. The government of Gabon has signed 
an agreement with an American company to establish a tuna fishing base 
at the new port in Port Gentil, and industrial fishing on a larger scale 
is expected to begin in the fall of 1980. Ground facilities will follow 
if the take proves adequate. 


Industrial Development 


The manufacturing sector in Gabon has remained relatively small because 
of the size of the domestic market, a manpower shortage, and the high costs 
of doing business in Gabon. Since 1974, however, this sector has continued 
to grow faster than overall GDP. It is the only sector which continued to 
grow throughout the 1977-1978 recession. Apart from petroleum related 
transformation and service industries (including oil refining in Port 
Gentil with processing capacity of 1.6 billion tons per year) and several 
shipyards and metal-working facilities dependent on the petroleum industry 
and the wood transformation industries, Gabon has a sugar refinery, two 
cement plants with a capacity of 400,000 tons per year, a 40 ton per day 
asphalt plant, an industrial gas plant, three plants which manufacture 
paints and varnishes, and a plastic extrusion plant. Other small scale 
manufacturing includes a flour mill, a battery factory, a small appliance 
assembly plant, two textile companies, and several small food processing 
companies. Projects for additional small industries are still under dis- 
cussion. Beginning in 1980 the government has placed greater emphasis on 





the need for Gabonese nationals to establish small industrial enterprises. 
It would appear that this is a reaction to a failure to interest foreign 
capital in major projects which have proven unprofitable. 


Transgabon Railroad 


The most important development project in Gabon remains the Transgabon 
Railroad. The development program in all sectors of the economy depends on 
the completion of an adequate transportation system. The railroad will 
enable Gabon to exploit its timber and mineral resources, and its agricul- 
tural potential more effectively. Actual construction began in 1975 by 
Eurotrag, a consortium of 17 European construction companies. The comple- 
tion schedule has been considerably altered due to Gabon's financial prob- 
lems and greater than expected technical difficulties. The first portion 
of the railroad, from Libreville's port of Owendo to just beyond Ndjole 
(192 kilometers) has been operating since April 1979. Clearing of forest, 
construction of the road bed, and construction of bridges has proceeded 
well beyond Ndjole, although further track laying will not be undertaken 
until mid-1981. The current schedule calls for completion of the rail- 
road to Booue (326 kilometers from Owendo) by the end of 1982. Progress 
to date is compatible with this schedule. The second leg (357 additional 
kilometers) to Franceville will most likely be completed in 1986-87. 
Eurotrag's contract gives it the right to make the first offer for execu- 
tion of the second leg of the railroad. If OCTRA is not satisfied with 
this offer, an international tender competition will probably be held in 
early 1982 for the award of this contract. The project for the third leg 
of the railroad to Belinga to exploit the iron deposits is currently held 
in abeyance. 


Current U.S.-Gabonese Economic Relations 


The Gabonese are fully aware of the need for foreign private direct 
investment, management and technology. During his trips to the United 
States and elsewhere, the President himself, for example, usually meets 
with business executives who may be interested in investing in Gabon. 

These meetings have been useful in giving added impetus to several projects 
involving U.S. companies. For instance, American companies have success- 
fully advanced projects in fishing and infrastructure during these visits. 


The Gabonese are particularly interested in productive projects at 
this juncture. They would hope that rather than purchase projects on a 
turn key basis, in the future they will deal with foreign companies who 
will maintain equity positions in the enterprises thereby created providing 
assurances that they have confidence in the viability of projects they pro- 
pose. 


Overall import statistics do not show the growth in commercial rela- 
tions between the U.S. and Gabon that has actually taken place. U.S. 
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exports are skewed by a downturn in the aviation sector. U.S. source goods 
in a wide variety of areas are now being represented and sold in Gabon. It 
is likely, however, that a really significant increase in American exports 
to Gabon will only result from an increase in U.S. investment. Cumulative 
U.S. investment in Gabon, including minerals exploration, roughly approaches 
$200 million, second only to France's participation in the local economy. 
Non-financial obstacles to increased trade with the U.S. include the rela- 
tively small size of the Gabonese market, the necessity of doing business 
in French, the existence of strong traditional trade ties with Europe, and 
shipping difficulties. All of these items can be and are overcome profit- 
ably. To encourage economic relations with the U.S., the Gabonese employ 
an American as an economic advisor to the President. 


Opportunities for U.S. Business 


The near-term outlook continues to brighten for business in general in 
Gabon. U.S. suppliers of manufactured goods are well placed in several 
areas which will benefit from the renewed expansion. However, attention 
must be paid to relations with local dealers who are the key to future 
sales. The market position of U.S. products in mining, forestry and con- 
struction equipment is good. Opportunities will develop in the agricul- 
tural (both equipment and consulting services) and transportation sectors. 
U.S. companies interested in these fields should be actively pursuing re- 
lationships with Gabonese now. Small aircraft sales have begun to pick up- 
Unfortunately, Ue S. made products no longer dominate this market as they 
did in previous expansions, mainly due to the shift away from piston 
driven aircraft. Aviation gas is scarce and expensive, and better 
financing is provided by the competition. There will also be oppor- 
tunities in the construction field as infrastructure, particularly roads 
and airfields, projects are realized. Studies for further hydroelectric 
facilities also will be undertaken soon. American consumer items of var- 
ious types have been well received by the Gabonese public, but further 
efforts by U.S. exporters and their representatives will be necessary to 
broaden this market. The continued decline of the U.S. dollar relative 
to the CFA franc has made American products more competitive, although 
long delivery delays are still seen as a significant barrier. 


American firms which have been most successful in the past are those 
which have undertaken on-the-spot visits by French-speaking representatives 
willing to return often enough to develop essential personal contacts. 

The U.S. Embassy in Libreville offers American business visitors such ser- 
vices as briefings and help in securing appointments, and attempts to be 
helpful to the extent possible in improving trade relations with Gabon. 
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